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President Miguel Angel Rodriguez announced Jan. 4 an ambitious economic program aimed
at creating jobs, cutting inflation, and reducing poverty by the time he leaves office in 2002. To
achieve these goals, the plan depends on a 6% increase in GDP during the final year of the plan
compared with 5.5% in 1998, a drop in inflation from the current 12.3% to 7%, and a reduction in
unemployment from 5.6% to 4.7%. The fiscal deficit needs to drop from 3.1% of GDP in 1998 to 1.1%
of GDP by 2002, and poverty needs to be reduced by three points to about 16% of the population.
To accomplish all this, the National Human Development Plan calls for controls on government
spending, reduced debt payments, a simplified taxation system, and increased exports, among other
things.
Specific proposals include:
*Converting part of the US$4 billion domestic debt into foreign debt through a US$300 million bond
issue and a US$500 million credit from the Inter-American Development Bank (IDB) and the World
Bank. Because the foreign debt will carry lower interest rates, the government expects to reduce
annual debt-service costs, which now consume 37% of the budget.
*The government will auction cellular telephone frequencies, privatize the Banco Internacional de
Costa Rica, the Banco de Costa Rica, and the Fabrica Nacional de Licores, and sell the commercial
portfolio of the state-run insurance monopoly Instituto Nacional de Seguros. Officials are counting
on money realized from privatizations to help pay for new programs, but they say increased
competition, not profit, is the goal of privatization. Some of the privatizations have been discussed
during the last three administrations but have been stalled in the Legislative Assembly (see NotiSur,
10/19/95, 12/07/95).
*Some taxes that are considered too difficult and costly to collect will be dropped. Finance Minister
Leonel Baruch did not say which ones, but indicated that the cuts will not lighten the overall
tax burden, which is expected to increase by about 2.5% as some exemptions and tax breaks are
curtailed.
*Import duties on rice, sugar, milk, and other basic food items will be reduced.
The plan also depends on increased competition to lower consumer prices and generate growth.
An ongoing deregulation effort has already reduced pharmaceutical prices by 6%, said Rodriguez.
Deregulation is also in store for other industries including building materials, agricultural chemicals,
electricity generation, and telecommunications. Anti-poverty plan targets poorest families
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Poverty reduction is to come about through increased spending on education and improved
pensions and public health services. In addition, the plan calls for assisting small businesses and
strengthening labor unions. The backbone of the anti-poverty program is the Solidarity Plan
unveiled Jan. 11. The plan will transfer US$208 million in benefits to the 138,000 poorest families
during 1999. Under the plan, the scandal-ridden Fondo de Desarrollo de Asignaciones Familiares
(see NotiCen, 10/15/98, 11/12/908, 12/10/98) will be replaced by the Fondo Nacional de Solidaridad
y Desarrollo Humano (FONASOL). FONASOL will be administered by the Comision Nacional de
Emergencia Solidaridad (CONASOL), with four government members and five members from civil
society.
Unlike its predecessor, which lacked adequate administrative controls and disbursed funds
to projects having nothing to do with poverty relief, the new fund will be freed from statutory
restrictions. CONASOL will develop guidelines on distributing assistance and evaluate the results.
FONASOL will identify the neediest families through a national database and channel assistance
with help from the community.
The Labor Ministry says the program does not require new funds, since its budget will be put
together from other social programs. Critics say plan rests on unrealistic assumptions Success of
the plan is based on assumptions that independent economists are describing as too optimistic. The
administration projections assume no important increase in government spending during the life of
the plan, declining interest rates, and an approximate 10% annual rise in exports.
The plan also assumes stable world oil prices, foreign investment equal to 4.5% of GDP, no recession
in the US, and a general improvement in the global financial condition. Former treasury vice minster
Guillermo Zuniga said the administration bill leaves too much to chance. He noted that it lacks
specific measures to promote foreign investment, growth in the internal market, and industrial and
agricultural production. Some independent analysts said the economy would not meet the critical
goals set for 1999.
The consulting firm Consejeros Economicos y Financieros (CEFSA) estimated that growth this year
would be closer to 4% than the government's projected 5.5% and that inflation would run between
13% and 14% this year compared with the projected 10%. President Rodriguez seems to see these
economic variables as less important to success than achieving consensus behind the proposals.
He warned that to meet the plan's goals, the Assembly must pass all elements in the proposal, and
business, labor, political parties, and all other sectors must support it. [Sources: The Tico Times
(Costa Rica), 01/08/99; La Nacion (Costa Rica), 01/05/99, 01/06/99, 01/12/99; Notimex, 01/09/99,
01/25/99]
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